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By Benjamin MacVean

PPSI
Registration & Discharge of PPSIs

I PERSONAL PROPERTY SECUIRTY INTEREST
A Personal Property Security Interest (‘PPSI’) represents a person’s right to take another’s property if a debt is not repaid. A PPSI transaction generally occurs as follows: The borrower (‘debtor’) borrows money from the lender (‘creditor’) and conditionally promises property (‘collateral’) to the creditor. If the debtor is unable to repay the debt, the creditor takes the collateral to recover the unpaid debt. The creditor’s right to the collateral is called a security interest, thereby making the creditor ‘secured,’ or a secured creditor. A PPSI does not, however, give the secured creditor ownership of the collateral. The debtor remains the legal owner of the property while they maintain their debt obligations, and may use it as they choose, subject to provisions in the contract creating the debt obligation.
A secured creditor may have many types of security interest. Examples of where a security interest may be used include:
· Secured Car Loans: Where a car loan is secured by collateral, often the car being purchased.
· Sale of Goods: Where a seller of goods retains a security interest in the goods they consigned to someone else to sell the goods on the seller’s behalf.
· Secured Contract of Services: Where payment for performance of a service is secured by collateral.
· Personal Guarantees: A personal guarantee is a promise that a third party makes to a creditor, to pay the debts of a debtor, if the debtor is unable to repay. The guarantee protects creditors against debtors who are unable to make repayments, by making a third party personally liable for the debt. Personal guarantees are often made by directors over their personal assets, to obtain a loan for their business.
II PERSONAL PROPERTY SECUIRTY REGISTRY
The Personal Property Security Register (‘PPSR’) is a government registry of PPSIs. It was created after the Personal Property Securities Act 2009 became law. It is administered by the Registrar of Personal Property Securities (‘Registrar’), and is responsible for the registration, recording, and discharge of PPISs.
To be a registerable security interest, the contract between a creditor and debtor must:
· have been made with the consent of both parties; and
· provide for the repayment of a debt, or the performance of an obligation.
Not all types of property can be registered. Land, buildings, property attached to land or buildings (‘fixtures’), water rights, and government issued licences cannot be registered on the PPSR. However, all other types of personal property can be registered, including:
· vehicles,
· cash,
· patents,
· equipment,
· electronic goods, and
· jewellery.
The PPSR plays a significant role in the Australian credit system, and heavy penalties apply for interfering with its integrity. For example, in Registrar of Personal Property Securities v Brookfield [2024] FCA 29, the Registrar brought proceedings against Mr Brookfield, for allegedly making two false registrations on the PPSR. Derrington J found in favour of the Registrar, ordering Mr Brookfield to pay a pecuniary penalty of $30,000. This judgment reflects the important position the PPSR occupies in the Australian financial system and serves to deter others from deliberately interfering with the PPSR’s integrity.
III WHY REIGSTER A SECUIRTY INTEREST
Registering a PPSI in the PPSR is optional. However, registration provides additional protections that are useful if disputes arise. Here are examples of how registration helps: 
The PPSR is a public record that can be viewed by anyone. This means potential buyers of goods can search the PPSR and see if the goods they are interested in are subject to a security interest. This is useful when buying a car, jewellery, or other valuable goods, because if the good is subjected to a security interest, the potential buy can either (a) cancel the transaction, or (b) demand that the security interest is discharged before finalising the purchase. This protects innocent purchasers from creditors repossessing purchased goods, to pay for another’s defaulted debt obligation.
This protection is also useful for potential buyers of a business. A search of the PPSR notifies the purchaser if there are security interests over the assets of the business. This is incredibly important for the purchaser to know, as they will become liable for those security interests if they purchase the business, unless the interests are discharged.
Registration also strengthens retention of title clauses. A retention of title clause is used in contracts to reserve a security interest for person (a), who has passed on goods to person (b), so that person (b) can sell goods on behalf of person (a). The security interest allows person (a) to recover damages from person (b), if the goods are lost, stolen, of otherwise unable to be sold. While a retention of title clause is protective, it is insufficient when other creditors also  have an interest in the property. The PPSR provides additional protection to person (a), by requiring person (a)’s security interest to be prioritized ahead of other creditors. This makes it more likely that person (a) will receive compensation, when there are many other creditors.
IV KEY TAKEAWYS
PPSI’s are a valuable tool in loan transactions. They provide creditors with security and enable debtors to get loans they would otherwise be ineligible for. Registration of a PPSI on the PPSR provides the registerer, and the world, with additional protections like (a) knowing if a valued good has a security interest attached prior to purchasing it, and (b) prioritising the registered security interest claims ahead of others.
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